Dear Senators SIDDOWAY, Guthrie, Stennett, and
Representatives COLLINS, Trujillo, Erpelding:

The Legislative Services Office, Research and Legislation, has received the enclosed rules of

the State Tax Commission Property Tax Rules:
IDAPA 35.01.03 - Property Tax - Proposed Rule (Docket No. 35-0103-1504);
IDAPA 35.01.03 - Property Tax - Proposed Rule (Docket No. 35-0103-1505).

Pursuant to Section 67-454, Idaho Code, a meeting on the enclosed rules may be called by the
cochairmen or by two (2) or more members of the subcommittee giving oral or written notice to Research
and Legislation no later than fourteen (14) days after receipt of the rules' analysis from Legislative
Services. The final date to call a meeting on the enclosed rules is no later than 09/23/2015. If a meeting is
called, the subcommittee must hold the meeting within forty-two (42) days of receipt of the rules' analysis
from Legislative Services. The final date to hold a meeting on the enclosed rules is 10/21/2015.

The germane joint subcommittee may request a statement of economic impact with respect to a
proposed rule by notifying Research and Legislation. There is no time limit on requesting this statement,
and it may be requested whether or not a meeting on the proposed rule is called or after a meeting has
been held.

To notify Research and Legislation, call 334-4834, or send a written request to the address on the

memorandum attached below.
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Legislative Services Oflice
Idaho State Legislature

Eric Milstead Serving Haho' s Glizen Legialafiure

Director
MEMORANDUM
TO: Rules Review Subcommittee of the Senate Local Government & Taxation Committee and

the House Revenue & Taxation Committee
FROM: Division Manager - Mike Nugent

DATE: September 03, 2015
SUBJECT: State Tax Commission Property Tax Rules

IDAPA 35.01.03 - Property Tax - Proposed Rule (Docket No. 35-0103-1504)
IDAPA 35.01.03 - Property Tax - Proposed Rule (Docket No. 35-0103-1505)

The Idaho State Tax Commission is proposing to promulgate two Dockets relating to its property tax
rules. The first Docket No. 35-0103-1504 proposes to amend Rules 315 and 626 relating to the use of the ratio
study to equalize the Boise School District - property exempt from taxation - certain personal property. The
proposed rule change in Rule 315 provides that at termination of a revenue allocation area, the Boise School
District needs instructions on how to handle the increment value. The increment value of a terminating revenue
allocation area will be included in the taxable value and if a ratio study indicates that an adjustment should be
made, the adjustment will be applied to the actual value including the increment value.

Proposed Rule 626 provides guidance to taxpayers and both Idaho State Tax Commission appraisers and
county assessors on the implementation of HB29 of 2015. This rule directs the reporting and apportionment
procedures of Section 63-602KK(2), Idaho Code, personal property exemption for operating properties as pro-
vided for in new law (HB29). A cross reference is provided to explain that “taxpayer” is the claimant of the
exemption and that Section 63-201, Idaho Code, defines a “person.” This rule is proposed to be changed so that
the operator’s statement reports only the personal property items located in Idaho and the tax code area need
not be reported. Operating properties that operate in multiple counties are entitled to an exemption equal to the
lesser of the amount 1) computed by multiplying the number of counties that the operating property operates
in times $100,000, or 2) the value of personal property reported by the company. The private rail car company
size, which is measured by the company’s taxable value, determines the apportionment of value and allocation
of the tax collected from rail car companies, is determined after deducting the exemption from the Idaho value
prior to apportionment. This rule provides that operating property apportionment occurs after subtracting the
exemption from the Idaho value. The rule provides notice to operating property companies when their locally
assessed property is granted the exemption.

Docket No. 35-0103-1505 proposes to amend five property tax rules. Property Tax Rule 006 is pro-
posed to be amended to update the dates of guides and standards referenced in various property tax rules. This
proposed rule adopts current editions of manuals used to determine the value of recreational and certain other
vehicles and railcars. The amendment also confirms the link to all referenced standards on the IAAO website.
Property Tax Rule 627 is proposed to be amended to conform with House Bill 29 (2015) which changed the
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word “taxpayer” to the word “person.” Property Tax Rule 632 is proposed to be amended to conform with Sec-
tion 63-60200, Idaho Code, (Oil or Gas Related Wells Exemption) by deleting the requirement to apply for the
exemption. Property Tax Rule 645 is proposed to be amended to change the application due date from March
15 to April 15 thereby making the rule conform to subsection (3)(b) of Section 63-602, Idaho Code. Finally,
Property Tax Rule 802 is proposed to be amended to add a new provision requiring qualifying new construction
which is valued by the Idaho State Tax Commission to be reported to the county assessor by October 1 and be
listed on the immediate next new construction roll.

It appears that the proposed rules contained in both dockets have been promulgated within the scope of
statutory authority granted to the Idaho State Tax Commission.

cc: State Tax Commission
Sherry Briscoe
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IDAPA 35 - IDAHO STATE TAX COMMISSION
35.01.03 - PROPERTY TAX ADMINISTRATIVE RULES
DOCKET NO. 35-0103-1504
NOTICE OF RULEMAKING - PROPOSED RULE

AUTHORITY: In compliance with Section 67-5221(1), Idaho Code, notice is hereby given that this agency has
initiated proposed rulemaking procedures. The action is authorized pursuant to Sections 63-105A and 63-802, Idaho
Code.

PUBLIC HEARING SCHEDULE: Public hearing(s) concerning this rulemaking will be scheduled if requested in
writing by twenty-five (25) persons, a political subdivision, or an agency, not later than September 16, 2015.

The hearing site(s) will be accessible to persons with disabilities. Requests for accommodation must be made not
later than five (5) days prior to the hearing, to the agency address below.

DESCRIPTIVE SUMMARY: The following is a nontechnical explanation of the substance and purpose of the
proposed rulemaking:

Rule 315: Use of Ratio Study to Equalize Boise School District - At termination of a revenue allocation area
(raa), the Boise School District needs instructions on how to handle the increment value. The increment value of a
terminating raawill be included in the taxable value and if aratio study indicates that an adjustment should be made,
the adjustment will be applied to the actual value including the increment value.

Rule 626: Property Exempt from Taxation - Certain Personal Property - Thisrule provides guidance to taxpayers
and both ISTC appraisers and county assessors on the implementation of HB29. This rule directs the reporting and
apportionment procedures of the I.C. 63-602KK (2) personal property exemption for operating properties as provided
for in new law (HB29). A cross reference is provided to explain that “taxpayer” is the claimant of the exemption and
that 1.C. 63-201 defines a “person”. This rule is changed so that the operator’s statement reports only the personal
property items located in Idaho; the tax code area need not be reported. Operating properties that operate in multiple
counties are entitled to an exemption equal to the lesser of the amount 1) computed by multiplying the number of
counties that the operating property operates in times $100,000, or 2) the value of personal property reported by the
company. The private rail car company size, which is measured by the company’s taxable value, determines the
apportionment of value and allocation of the tax collected from rail car companies, is determined after deducting the
exemption from the Idaho value prior to apportionment. This rule provides that operating property apportionment
occurs after subtracting the exemption from the Idaho value. The rule provides notice to operating property
companies when their locally assessed property is granted the exemption.

FEE SUMMARY: The following is a specific description of the fee or charge imposed or increased:
No fees or charges have been imposed or increased in this rulemaking.

FISCAL IMPACT: The following is a specific description, if applicable, of any negative fiscal impact on the state
general fund greater than ten thousand dollars ($10,000) during the fiscal year resulting from this rulemaking:

There is no negative fiscal impact to the general fund as aresult of this rulemaking.

NEGOTIATED RULEMAKING: Pursuant to Section 67-5220(1), ldaho Code, negotiated rulemaking was
conducted. The Notice of Intent to Promulgate Rules - Negotiated Rulemaking was published in the July 1, 2015
Idaho Administrative Bulletin, Volume 15-7, pages 91-92.

INCORPORATION BY REFERENCE: Pursuant to Section 67-5229(2)(a), Idaho Code, the following is a brief
synopsis of why the materials cited are being incorporated by referenceinto thisrule: NA

ASSISTANCE ON TECHNICAL QUESTIONS, SUBMISSION OF WRITTEN COMMENTS: For assistance
on technical questions concerning the proposed rule, contact Alan Dornfest, (208) 334-7742,
alan.dor nfest@tax.idaho.gov.
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IDAHO STATE TAX COMMISSION Docket No. 35-0103-1504
Property Tax Administrative Rules Proposed Rulemaking

Anyone may submit written comments regarding this proposed rulemaking. All written comments must be
directed to the undersigned and must be delivered on or before September 23, 2015.

DATED this 28th Day of July, 2015.

Alan Dornfest

Tax Policy Supervisor

State Tax Commission

PO. Box 36

Boise, ID 83722-0410

(208) 334-7742

alan.dor nfest@tax.idaho.gov

THE FOLLOWING ISTHE PROPOSED TEXT OF DOCKET NO. 35-0103-1504
(Only Those Sections With Amendments Are Shown.)

315. USE OF RATIO STUDY TO EQUALIZE BOISE SCHOOL DISTRICT (RULE 315).
Sections 63-315, 33-802(6) Idaho Code

01. Procedures for Boise School District Ratio Studies. The ratio study conducted by the State Tax
Commission to comply with the requirements of Section 63-315, Idaho Code, shall be conducted in accordance with
the“ Standard on Ratio Studies” referenced in Rule 006 of these rules. The following specific procedures will be used.

(4-2-08)

a. Information on property sales, which meet the requirements of arm’s length and market value sales,
will be obtained and assembled into samples representing various primary categories, described in Subsections
130.02 through 130.06 of these rules, and secondary categories, described in Rules 510, 511, and 512 of these rules,
within designations defined in Subsection 315.02 of this rule in the Boise School District. Except when sales or
appraisals must be added or deleted to improve representativeness, sales used will be those occurring within the Boise
School District between October 1 of the year preceding the year for which adjusted market value is to be computed
and September 30 of the year for which adjusted market value is to be computed. Each sale price isto be adjusted for
time and compared to market value for assessment purposes for the year for which adjusted market value is to be
computed, to compute ratios to be analyzed. The State Tax Commission may use sales from extended time periods
and may add appraisals when dataislacking. The State Tax Commission may del ete sales when necessary to improve
representativeness. (4-2-08)

b. A ratio will be determined for each sale by dividing the market value for assessment purposes of
the property by the adjusted sale price or appraised value. (7-1-98)

C. A satistica analysis is to be conducted for the sales and any appraisals in each property
designation described in Subsection 315.02 of this rule in the Boise School District and appropriate measures of
central tendency, uniformity, reliability, and normality computed. (4-2-08)

d. With the exception of any property designations with extended time frames or added appraisals, if
fewer than five (5) sales and appraisals are available, no adjustment to the taxable value of the designation will be
made. (7-1-98)

e If there are five (5) or more sales and appraisals and it is determined with reasonable statistical
certainty that the property designation is not already at market value for assessment purposes, an adjusted market
value will be computed for the Boise School District by dividing the taxable value for the year for which adjusted
market value isto be determined by the appropriate ratio derived from the ratio study. The appropriate ratio to be used
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Property Tax Administrative Rules Proposed Rulemaking

shall be the weighted mean ratio calculated from the sample for each designation, unless it can be clearly
demonstrated that this statistic has been distorted by nonrepresentative ratios. In this case the median may be
substituted: (4-2-08)

f. Within the Boise School District, adjusted market value or taxable value for each primary and each
applicable secondary category of real, personal and operating property will be summed to produce the total adjusted
market value for the Boise School District. The Boise School District taxable value will then be divided by this
adjusted market value to produce the overall ratio of assessment in the Boise School District. Statewide totals are to
be calculated by compiling county totals. (4-2-08)

Urban renewal increment values will not be included in the taxable value or the adjusted market
valuefor the Boise School District. Upon receipt of an urban renewal agency's resolution recommending the adoption
of an ordinance for termination of arevenue allocation area by December 31 of a given year, the increment value in
the immediate prior year will be included in the taxable value and the adjusted market value for the Boise School
District. If the resolution is received prior to the first Monday in April, the actual value for the immediate prior year
shall be adjusted by adding the increment value. If any ratio study based adjustments are warranted, as provided in
this rule, they shall be applied to the actual value including the increment value. If the resolution is received on or
after the first Monday in April, but by September 1, a corrected certification of actual and adjusted values shall be
provided as soon as practical. {4-2-08)( )

h. “Reasonable statistical certainty,” that the property designation in question is not at market value
for assessment purposes, is required. Such certainty is tested using ninety percent (90%) confidence intervals about
the weighted mean or median ratios. If the appropriate confidence interval includes ninety-five percent (95%) or one
hundred five percent (105%), there is not “reasonable statistical certainty” that the property designation is not at
market value for assessment purposes. (3-30-01)

Primary and secondary categories subject to adjustment following the procedure outlined in this
rule and ratlo study designations from which measures of central tendency used for adjustments will be derived are;

Secondary Categories Primary Categories Ratio Study Designations

12, 15, 18, or 20 Vacant Residential Land Residential

10, 12, 15, 18, 20, 26, 31, 34, 37,
40, 41, 46, 47, 48, or 50

Improved Residential Property Residential

47, 49, or 65 Manutactured Home Residential
on Leased Land

Vacant Commercial

11, 13, 14, 16, 17, 21, or 22 or Industrial Land Commercial
11, 13, 14, 16, 17, 21, 22, 27, 33, Improved Commercial Commercial
35, 36, 38, 39, 42, 43, or 51 or Industrial Property

(3-30-07)
j- For all secondary categories, described in Rule 510, 511, or 512 of these rules but not contained in
thelist in Paragraph 315.01.i. of this rule, adjusted market value will equal taxable value. (3-30-07)
k. “Appraisal” or “appraised value’ refersto any State Tax Commission provided independently
conducted property appraisal. (7-1-98)
02. Use of Property Designations. In computing the ratio for the Boise School District, the State Tax

Commission will designate property as residential or commercial and shall assign appropriate primary categories,
described in Subsections 130.02 through 130.06 of these rules, and secondary categories, described in Rules 510,
511, and 512 of these rules, to these designations as shown in Paragraph 315.01.i. of this rule. For the Boise School
Digtrict, adjusted market value shall be computed by dividing the appropriate ratio ascertained for each of these
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IDAHO STATE TAX COMMISSION Docket No. 35-0103-1504
Property Tax Administrative Rules Proposed Rulemaking

designations into the sum of the taxable values for each primary and secondary category assigned to a designation.
Except as provided in Subsection 315.06 of thisrule, for the taxable value in any secondary category to beincluded in
said sum, at least one (1) observation (sale or appraisal) from that secondary category must be present in the ratio
study. If the ratio for any given designation in the Boise School District indicates that the market value for assessment
purposes cannot be determined with reasonable statistical certainty to differ from statutorily required market value,
the taxable value shown on the Boise School District abstract(s) required pursuant to Subsection 315.04 of thisrule
for each of the secondary categories included in that designation shall be the adjusted market value for said

designation for said school district. (4-2-08)
03. Assessor to Identify Boise School Districts. Each county assessor will identify for the State Tax
Commission which sales submitted for the ratio study are located within the Boise School District. (4-2-08)

04. Abstracts of Value for the Boise School District. Each applicable county auditor shall provide to
the State Tax Commission abstracts of the taxable value of al property within the portion of the Boise School District
in that county. These abstracts shall be submitted in the same manner and at the same time as provided for county
abstracts of value. (4-2-08)

05. Urban Renewal I ncrement and Exemption to be Subtracted. The taxable value of each primary
or secondary category within the Boise School District shall not include the value that exceeds the value on the base
assessment roll in any urban renewal district pursuant to Chapter 29, Title 50, Idaho Code, and shall not include the
value of any property exempt from property tax. (4-11-15)

06. Exception from Requirement for at L east One Observation for Use of Secondary Category in
Adjusted Value Determination. Properties identified as secondary categories 10 and 31 rarely sell separately from
farms and therefore do not appear in any ratio study. However, the level of assessment typically is similar to that of
other rural residential property, including property in secondary categories 12, 15, 34, and 37. For any ratio study
where there is an adjustment to be made to the assessed valuesin the residential designation, such adjustment shall be
applied to any assessed value in secondary category 10, provided there is at least one (1) observation (sale) of
property identified in either secondary category 12 or 15. Such adjustment shall also be applied to any assessed value
in secondary category 31, provided there is at least one (1) observation (sale) of property identified in either
secondary category 34 or 37. (3-30-07)

07. Certification of Values. The values required to be certified to the county clerk by the first Monday
in April each year under Section 63-315, Idaho Code, shall be published on the State Tax Commission’s web site or
provided in an aternate format on request by the first Monday in April each year to satisfy this required certification.

(3-30-07)

08. Cross References. The primary categories are described in Subsections 130.02 through 130.06 of
these Rules, and the secondary categories are described in Rules 510, 511, and 512 of these rules. The requirement to
add increment value following dissolution of an urban renewal revenue allocation areais found in Section 33-802(6),

Idaho Code. (3-30-07)( )

(BREAK IN CONTINUITY OF SECTIONS)

626. PROPERTY EXEMPT FROM TAXATION -- CERTAIN PERSONAL PROPERTY (RULE 626).
Sections 63-105(A), 63-201, 63-302, 63-308, 63-313, 63-602Y, and 63-602KK, |daho Code

01. Locally Assessed Property - Application Required. (3-20-14)

a. The taxpayer must file one (1) or more of the lists of taxable persona property as required by
Section 63-302, Section 63-313, or Section 63-602Y, Idaho Code if the total market value of the property to be listed
is greater than one hundred thousand dollars ($100,000). The filing of said list(s) shall constitute the filing of an
application for exemption. For purposes of reporting personal property, the value is to be based on market value, not
book value. (3-20-14)

Idaho Administrative Bulletin Page 4 September 2, 2015 - Val. 15-9



IDAHO STATE TAX COMMISSION Docket No. 35-0103-1504
Property Tax Administrative Rules Proposed Rulemaking

b. Taxpayers establishing initial eligibility for the exemption provided in Section 63-602KK (2), Idaho
Code, may in lieu of alist, file only an application attesting to ownership of otherwise taxable personal property
having a cost of one hundred thousand dollars ($100,000) or less. In providing such cost, newly acquired personal
property items acquired at a price of three thousand dollars ($3,000) or less, that are exempt pursuant to Section 63-
602KK (1), Idaho Code, shall not be included. The application must be filed no later than April 15th of the first year

for which the exemption is claimed. (3-20-14)
02. Locally Assessed Property - Taxpayers Election of Property L ocation. (3-20-14)
a. Multiple Locations Within A County. In cases where the taxpayer has personal property located in

multiple places within the county, the taxpayer may elect the location of the property to which the exemption will
apply by filing the “Idaho Personal Property Exemption Location Application Form” available from the State Tax
Commission (Commission) for this purpose. To make the election for property required to otherwise be listed as
provided in Section 63-302, Idaho Code, the form must be filed with the county assessor by April 15. For taxpayers
with personal property required to be listed as provided in Sections 63-602Y and 63-313, Idaho Code, any application
specifying the location of the property to which the exemption provided for in Section 63-602KK (2) will apply, must
be filed by the dates specified for filing the lists required by these Sections. Should the taxpayer not make an election
as to where to apply the exemption, the county shall have discretion regarding the property to which the exemption
shall apply. However, to the extent possible and assuming the assessor is not aware of any changesin eligibility, the
exemption will be first applied to the same property to which it applied in the immediate prior year. (3-20-14)

b. Multiple locations in different counties. The one hundred thousand dollar ($100,000) limit on the
exemption applies to a taxpayer’s otherwise taxable personal property within any county. If the taxpayer owns
qualifying personal property in more than one county, the limit is one hundred thousand dollars ($100,000) in market

value per county. (3-20-14)
03. Centrally Assessed Property - Application Required. (3-20-14)
a. Except for private railcar fleets, the taxpayer may file a list of personal property located in Idaho

with the operator’s statement filed pursuant to Rule 404 of these rules. The filing of such alist shall constitute the
filing of an application for this exemption. Except as provided in Subsections 626.03.b. and 03.c. of thisrule, for such

personal property to be considered for the exemption, the operator’s statement must include: (4-11-15)/ )
i A descri ptron of the personal property Iocated |n - —rcludingany-taceadeareawhiehthe

by ed, G204 )
204 )

b. For private railcar fleets subject to assessment by the Commission, the

tHog-erthe—earruat

Idaho taxable value shall be reduced by

subtracting the lesser of the |daho taxable value before the exemption or the product of one hundred thousand doIIars
($100 OOO) trmes the number of countres in Idaho in whrch the fleet operates. .

eaeh-eoupty—within—which—theraHearHesopsrates: Provrded that the remar n|ng taxabIe val ue is f|ve hundred
thousand dollars ($500,000) or greater more, this value is to be further apportioned to each taxing district and urban
renewal revenue allocation areain accordance with procedures described in Rule 415 of these rules. {(4-314-15)( )

C. After subtraction of the personal property exemption calculated as provided in Subsection
626.03.b. of thisrule, for private railcar fleets subject to assessment by the Commission, and having an Idaho taxable
market value of less than five hundred thousand dollars ($500,000), neither the final amount of the exemption nor the
taxable value of the fleet shall be subject to apportionment, and the remaining taxable value shall be taxed as
provided in Rule 415 of these rules. (4-11-15)/ )
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IDAHO STATE TAX COMMISSION Docket No. 35-0103-1504
Property Tax Administrative Rules Proposed Rulemaking

d. When operating property companies have locally assessed property, any exemption pursuant to
Section 63-602KK(2), Idaho Code must be applied to the locally assessed property first. In this case, the county
assessor must notify the Commission of the value of the exemption granted. If such exemption is entered on the

property roll, such notification must be made by the first third Monday in Augast July. A#er—neﬁeeby—the@emmlsa-en

exemptlon otherW|se to be qranted to the centrallv amed operating property of the company by the exemption
value reported by the assessor. The Commission will notify the company of the reduction in exemption by the fourth
Monday in July. This reduction will be made before determining the company's |daho taxable value. No additional
exemption pursuant to Section 63-602KK(2), Idaho Code, will be granted for any locally assessed property of
operating property companies. {44115y

054. Valuation Assessment Notice. The valuation assessment natice required by Section 63-308, Idaho
Code, must show the taxable market value before granting the exemption provided in Section 63-602KK (2), Idaho
Code, the exempt market value pursuant to the exemption provided in Section 63-602KK (2), Idaho Code, and the net
taxable market value of the personal property. After the year of initia eligibility, if the net taxable market value is
zero, no val uation assessment notice is required. (4-11-15)

085. Correction of Personal Property Tax Replacement Amounts. If subsequent to finalization of
the amount of replacement money to be paid to any county, an amount paid on behalf of any taxpayer is disapproved
by the county, the county shall so notify the Commission, which shall adjust the payment to the county. The county
may begin proceedings to recover any remaining excessive amounts paid on behalf of any taxpayer, pursuant to the

recovery procedures found in Section 63-602KK(7), Idaho Code. (4-11-15)
0%6. Limitation on Eligibility for the Exemption. (3-20-14)
a. Except for taxpayers claiming and receiving the exemption provided for in Section 63-4502, 1daho
Code, taxpayers receiving the persona property exemption provided in Section 63-602KK, Idaho Code, may be
eligible for, and are not precluded from, other applicable exemptions. (3-20-14)
b. Personal property exempt in accordance with statutes other than Section 63-602KK, Idaho Code,
shall not be included in determining when the one hundred thousand dollar ($100,000) limit provided in Section 63-
602K K (2) isreached. (3-20-14)
C. Taxpayers with requirements to annually apply for, or list persona property for, which other
statutorily provided personal property exemptions are sought, must continue to comply with the requirements of these
statutes. (3-20-14)
d. Improvements, as defined or described in Sections 63-201 and 63-309, Idaho Code, shall not be

eligible for the exemption provided in Section 63-602KK. Improvements shall be deemed to include mobile and
manufactured homes and float homes, regardless of whether such property is considered personal property. Leasehold
real properties and other leasehold improvements that are structures or buildings shall be considered improvements,
and therefore ineligible for the exemption. Structures, such as cell towers, are improvements and therefore are not
personal property eigible for the exemption. (3-20-14)

087. Special Rulesfor the Exemption Provided in Section 63-602K K (1), |daho Code. (3-20-14)

a. Newly acquired items of personal property, exempt as provided in Section 63-602KK (1), are not to
be reported on any list otherwise required pursuant to Sections 63-302, 63-602Y, and 63-313, Idaho Code. (3-20-14)
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IDAHO STATE TAX COMMISSION Docket No. 35-0103-1504

Property Tax Administrative Rules Proposed Rulemaking
b. The exemption provided in Section 63-602KK (1), Idaho Code, is in addition to the one hundred
thousand dollar ($100,000) per taxpayer, per county exemption provided in Section 63-602KK (2), Idaho Code.
(3-20-14)
C. No application for the exemption provided in Section 63-602KK (1),Idaho Code, is necessary.
(3-20-14)
d. The requirement in Section 63-602KK (6) requiring the assessor to provide the application by no
later than March 1, applies only to taxpayers who have an obligation to file any application. (3-20-14)
098. Limitation on Replacement Money. (3-20-14)
a. In addition to replacement money reductions due to corrections as provided in Subsection 626.06
of thisrule, there may be changes and reductions as follow: (4-11-15)

i If ataxing district dissolves, the state will make no payment of the amount previously certified for
that district, and when an urban renewal district revenue allocation area dissolves and is no longer receiving any
allocation of property tax revenues, the state will discontinue payment of amounts previously certified for that
revenue allocation area, beginning with the next scheduled distribution. (3-20-14)

ii. If taxing districts or revenue allocation areas within urban renewal districts are consolidated, the
amounts of replacement money attributed to each original district or revenue allocation area shall be summed and, in
the future, distributed to the consolidated taxing or urban renewal district. (3-20-14)

iii. No urban renewal district shall receive replacement money based on exempt personal property
within any revenue allocation area (RAA) established on or after January 1, 2013, or within any area added to an
existing RAA on or after January 1, 2013. (3-20-14)

iv. Any payment made to the Idaho Department of Education, as provided in Subsection 626.409 of
this rule shall be discontinued if the state authorized plant facilities levy is not certified in any year. Certification in
subsequent years shall not cause any resumption of this payment. (4-11-15)/ )

b. There shall be no adjustment to replacement money if personal property not receiving the
exemption found in Section 63-602KK (2), Idaho Code, receives this exemption in the future. (4-11-15)

209. Special Provision For Replacement Money For Sate Authorized Plant Facilities Levy. The
amount of replacement money calculated based on any 2013 state authorized plant facilities levy shall be remitted
directly to the Idaho Department of Education for deposit to the Public School Cooperative Fund. (4-11-15)

410. Special Provision For Exempt Personal Property Within Urban Renewal Revenue Allocation
Areas (RAAS). When personal property subject to the exemption in Section 63-602KK (2), Idaho Code, is within an
RAA, any adjustment shall first be to the increment value, and there shall be no adjustment to the base value of the
RAA unless the remaining taxable market va ue of the parcel is less than the most current base value of the parcel. In
that case, the base value shall be reduced. The amount to be subtracted is to be determined on a parcel by parcel basis
in accordance with procedures found in Rule 804 of these rules. (3-20-14)

121. No Reporting of Exempt Value. Beginning in 2014, taxing district values submitted to the
Commission as required in Section 63-510, Idaho Code, shall not include or indicate the otherwise taxable value
exempt pursuant to Section 63-602KK (2), Idaho Code. (4-11-15)

132. Cross Reference. For information on transient personal property, see Rule 313 of these rules. For
information on the definition of personal property see Rule 205 of these rules. For information on the definition of a
taxpayer, see Rule 627 of these rules. For the purpose of this rule, “taxpayer” means the claimant of the exemption
pursuant to section 63-602KK(2), Idaho Code, and must be a person, asthat term is defined in Section 63-201, Idaho

Code. G5 )
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IDAPA 35 - IDAHO STATE TAX COMMISSION
35.01.03 - PROPERTY TAX ADMINISTRATIVE RULES
DOCKET NO. 35-0103-1505
NOTICE OF RULEMAKING - PROPOSED RULE

AUTHORITY: In compliance with Section 67-5221(1), Idaho Code, notice is hereby given that this agency has
initiated proposed rulemaking procedures. The action is authorized pursuant to Section 63-105A, Idaho Code.

PUBLIC HEARING SCHEDULE: Public hearing(s) concerning this rulemaking will be scheduled if requested in
writing by twenty-five (25) persons, a political subdivision, or an agency, not later than September 16, 2015.

The hearing site(s) will be accessible to persons with disabilities. Requests for accommodation must be made not
later than five (5) days prior to the hearing, to the agency address below.

DESCRIPTIVE SUMMARY: The following is a nontechnical explanation of the substance and purpose of the
proposed rulemaking:

Property Tax Rule 006 is being amended to update the dates of guides and standards referenced in various
property tax rules. This rule adopts current editions of manual s used to determine the value of recreational and certain
other vehicles and railcars. The amendment also confirms the link to all referenced standards on the IAAO website.

Property Tax Rule 627 is being amended to conform with House Bill 29 (2015) which changed the word
“taxpayer” to the word “person.”

Property Tax Rule 632 is being amended to conform with Idaho Code section 63-60200 (Qil or Gas Related
WEells Exemption) by deleting the requirement to apply for the exemption.

Property Tax Rule 645 is being amended to change the application due date from March 15 to April 15 thereby
making the rule conform to Idaho Code Subparagraph 63-602(3)(b).

Property Tax Rule 802 is being amended to add a new provision requiring qualifying new construction which is

valued by the Idaho state tax commission to be reported to the county assessor by October 1 and be listed on the
immediate next new construction roll.

FEE SUMMARY: Thefollowing is a specific description of the fee or charge imposed or increased: None.

FISCAL IMPACT: The following is a specific description, if applicable, of any negative fiscal impact on the state
general fund greater than ten thousand dollars ($10,000) during the fiscal year resulting from this rulemaking: NA

NEGOTIATED RULEMAKING: Pursuant to Section 67-5220(2), Idaho Code, negotiated rulemaking was not
conducted because the provisions of these rules are of asimple nature.

INCORPORATION BY REFERENCE: Pursuant to Section 67-5229(2)(a), Idaho Code, the following is a brief
synopsis of why the materials cited are being incorporated by referenceinto thisrule: NA

ASSISTANCE ON TECHNICAL QUESTIONS, SUBMISSION OF WRITTEN COMMENTS: For assistance
on technica questions concerning the proposed rule, contact Alan Dornfest at (208) 334-7742 or
alan.dor nfest@tax.idaho.gov.

Anyone may submit written comments regarding this proposed rulemaking. All written comments must be
directed to the undersigned and must be delivered on or before September 23, 2015.

DATED this 29th Day of July, 2015.
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Alan Dornfest

Tax Policy Supervisor

State Tax Commission

PO. Box 36

Boise, ID 83722-0410

(208) 334-7742

alan.dor nfest@tax.idaho.gov

THE FOLLOWING ISTHE PROPOSED TEXT OF DOCKET NO. 35-0103-1505
(Only Those Sections With Amendments Are Shown.)

006. INCORPORATION BY REFERENCE (RUL E 006).

Unless provided otherwise, any reference in these rules to any document identified in Rule 006 of these rules shall
congtitute the full incorporation into these rules of that document for the purposes of the reference, including any
notes and appendices therein. The term “documents’ includes codes, standards, or rules adopted by an agency of the
state or of the United States or by any nationally recognized organization or association. (5-3-03)

01. Availability of Reference Material. Copies of the documents incorporated by reference into these
rules are available at the main office of the State Tax Commission as listed in Rule 005 of these rules or can be
electronically accessed as noted in Subsection 006.02 of thisrule. (5-8-09)

02. Documents I ncor porated by Reference. The following documents are incorporated by reference
into these rules: (5-3-03)

a. “Standard on Ratio Studies’ published in 2013, “ Standard on Digital Cadastral Maps and Parcel
Identifiers’ published in 20125, “Standard on Mass Appraisal of Real Property” published in 2012, “ Standard on
Verification and Adjustment of Sales’ published in 2010, all published by the Internatl onal Association of Assessing
Officers. These documents can be electronically accessed at http:fw
http://www.iaao.org/wcm/Resources/Publications acce&s/TechnlcaJ Standards/vvmc/Resourc&s Content/Pubs/Techn
ical_Standards.aspx?hkey=93ba7851-659f-4d02-80a2-9a52ef21f995 which was last accessed and verified on June

1422, 20125. 204 )
b. “Recreation Vehicle Guide of the National Automobile Dealers Association” published in 20135
for the September through December period by the National Appraisal Guides Incorporated. 3-20-34)( )
C. “Van/Truck Conversion and Limousine Appraisal Guide of the National Automobile Dealers

Association” published in 20135 for the September through December period by the National Appraisal Guides
Incorporated. 3-20-14)( )

d. “Official Railway Equipment Register” published for the last three (3) quarters in 20125 and the
first quarter in 20146 by R. E. R. Publishing Corporation, Agent as a publication of UBM Global Trade.

€204 )

e “Forest Habitat Types of Northern Idaho: A Second Approximation” published by the Government
Printing Office for the U. S. Forest Servicein 1991, General Technical Report INT-236, written by Cooper, Stephen
V., Neiman, Kenneth E., Rev, David W., and Roberts Kenneth E. (4-6-05)

f. “Forest Habitat Types of Central Idaho” published by the Government Printing Office for the
Intermountain Forest and Range Experimentation Station of the U. S. Forest Service in 1981, General Technical
Report INT-114, written by Kittams, Jay A., Pfister, Robert D., Ryker, Russell A., and Steele, Robert. (5-3-03)

g. “Yield of Even-Aged Stands of Ponderosa Ping” published by the Government Printing Office for
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Property Tax Administrative Rules Proposed Rulemaking
the U. S. Department of Agriculture in 1938, Technical Bulletin No. 630. (5-3-03)
h. “Second-Growth Yield, Stand, and Volume Table for the Western White Pine Type”’ published by

the Government Printing Office for the U. S. Department of Agriculture in 1932, Technical Bulletin No. 323.
(5-3-03)
i “Manual of Surveying Instructions” published by the Federal Bureau of Land Management and the
Public Land Survey System Foundation in 2009. (4-4-13)
03. Effective Date. The effective date of thisruleis January 1, 2016. ( )

(BREAK IN CONTINUITY OF SECTIONS)

627. PROPERTY EXEMPT FROM TAXATION -- CERTAIN PERSONAL PROPERTY — FAXPAYER
OWNERSHIP CLARIFICATION (RULE 627).
Section 63-602KK (2), Idaho Code

01. Idaho Code Section 63-602K K (2) Provides Fax¢payers per sons With One Exemption in Each
Idaho County in Which They M eet the Owner ship Rules. Although texpayers persons are limited to receiving one
(1) exemption per county, ataxpayer person owning more than one (1) business within one (1) county may be entitled
to more than one (1) exemption within the county. (4-11-15)

02. [llustration of Common Enterprise and IRC Section 267 Restriction. For purposes of the Idaho
Code Section 63-602K K (2) exemption, ataxpayer person includestwo (2) or more individuals or organizations using

the property in a common enterprise, and the individuals or organizations are within a relationship described in
Section 267 of the Internal Revenue Code. Thisisillustrated in the following chart:

Cemmon Yes §267 Yes Shared
Enterprise? Relationship? $100,000
L No L No

$100,000 $100,000
for each for each
G5 )
a. First, an analysis must be made to determine if acommon enterprise exists. If entities or individuals
are organized to manage a common scheme of business, they would be in a common enterprise. (4-11-15)

i Horizontal Commonality is demonstrated by the following chart:
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CAR

MEG,
LLC \
; FACTORY FACTORY | PRODUCTICN | . CAR .
LABOR, BUILDING, EQUIPMENT, PARTS,
L HC e LLC

Here, the usual functionsinvolved in aworking car manufacturing company are split between several LLCs,
all of which own the property involved with the functions they perform. The operation of the businessis no
different than if al the functions were combined in just Car Manufacturing, LLC

(4-11-15)
ii. Vertica Commonality is demonstrated by the following chart:

ROAD
CONSTRUCTION, LLC

CONCRETE PLANT,
LLC

ROCK CRUSHER, LLC

QUARRY, LLC

Here, abusiness operation is split so that each step in aprocessis designated to adifferent LLC. All the
steps rely on the one below in order to produce the final product, or process.

(4-11-15)

b. Second, an analysis would be made to determine whether the ownership between the entities is
within the relationships identified in Section 267 of the Internal Revenue Code. If such a rel ationship is found to
exist, and the businesses are in a common enterprise, then the entities or individuals would be considered one (1)
taxpayer person for purposes of this exemption. (4-11-15)/ )
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C. Ownership alone does not determine whether entities are considered one (1) taxpayer person for
purposes of this exemption. Two (2) businesses can have identical ownership, and each receive the exemptlon
providing they do not operate as a common enterprise. In addition, entities in a common enterprise can receive
separate exemptions, providing that their ownership does not consist of arelationship identified in Section 267 of the

Internal Revenue Code. “--48y )
d. The following examples are given to illustrate eligibility situations related to common enterprise
and related ownerships: (4-11-15)

i Example 1. This is an example of a common enterprise, that is entitled to two (2) exemptions
because the owners are not related in a manner as described in Section 267 of the Internal Revenue Code.

CAR MFG., LLC

|_ owner: Bob

FACTORY LABOCR,
LLC

owner:John

PRODUCTION FACTORY
CARPARTS,LLC | EquipmENT, LLC BUILDING, LLC

.| owner:Bob .| owner:Bob | owner:Bob|

So long as Bob and John are not related in a manner identified in IRC 267, two (2) exemptions exist. One

(1) for Factory Labor, LLC. The other for al of Bob’s businesses, because they are in acommon enterprise
and are all owned by him.

(4-11-15)

ii. Example 2. This is an example of the same owner with multiple businesses not al united in a
common enterprise. Bob's car businesses are common enterprises, and therefore entitled to only one (1) exemption
for @l the car businesses. Bob's used furniture business is not involved with Bob's car businesses, so Bob is entitled
to an additional exemption related to his used car business.

Idaho Administrative Bulletin Page 5 September 2, 2015 - Val. 15-9



IDAHO STATE TAX COMMISSION
Property Tax Administrative Rules

Docket No. 35-0103-1505
Proposed Rulemaking

CAR MFG,
LLC
owned by: Bob
TN
CAR :L?;RTS' FACTORY I FelobY
BUILDING, LLC HHRORALG
owned by: owned by: Bab owned by: Bob
Bob |

J

BOB'SUSED
FURNITURE
Owner: Bob

(4-11-15)

iii. Example 3. This is an example of multiple businesses being entitled to only one (1) exemption
because a common enterprise exists and al the businesses are constructively owned in a manner identified in IRC

267.

-

ROAD
CONSTRUCTION,
(il

owner: Bob

{

CONCRETE
PLANT, LLC
owner:Road
Construction, LLC

~\
\ {
./.I

ROCK
CRUSHER, LLC

owner:
Concrete

Plant, LLC

1

£ 9

QUAFRY, |
LLC

pwner:Rock
Crusher, LLC

(4-11-15)

Here, one (1) exemption exists for al of the entities because they are in acommon enterprise, due to their
vertical commonality, and are al constructively owned by Bab, pursuant to IRC 267.

(4-11-15)

iv. Example 4. Thisis an example showing how owners of common enterprises may intersect.

(4-11-15)
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ROAD SONSTRUCTION, LLC
Owner: Bob
100 %
GRAVEL SALES, LLC
Owner:John
CONCRETE PLANT, LLC HLes
Owner: Bob l }
100 %
ROCK CRUSHER, LLC DUMPTRUCKS, LLC
Owner: Bob- 10% | Owner:John
Owner: DumpTrucks, LIC-90 % 100 %
~—
QUARRY, LLC
Owner:Bob
100 %

Thisis an example of how common enterprises can intersect with one another. The companies Bob owns
completely receive one exemption; John's companies al so receive one exemption, including Rock Crusher,
LLC, because John's ownership interest in that company falls within IRC 267.

(4-11-15)
e In cases of partial ownership as noted in example four wherein Bob owns ten percent (10%) and

Dump Trucks, LLC owns ninety percent (90%) only the majority owner is eligible to receive this exemption.
(4-11-15)
03. Cross Reference. For information on applying for the exemption provided in Section 63-
602K K (2), Idaho Code, see Rule 626 of these rules. (4-11-15)

(BREAK IN CONTINUITY OF SECTIONS)

632. PROPERTY EXEMPT FROM TAXATION - OIL OR GASRELATED WELLS (RULE 632).
Section 63-60200, |daho Code

01. Definitions of Oil or Gas Well. (3-20-14)
a. Wells drilled for the production of oil, gas or hydrocarbon condensate may include the well, casing,
and other structures permanently affixed inside the well, and the land inside the perimeter of the well. (3-20-14)
b. The well shall include the part where the gas producing stratum has been successfully cased off
from any ail. (3-20-14)
02. Indligible Land and Equipment. (3-20-14)
a. Wellheads and gathering lines or any line extending above ground level shall not qualify.

Equipment used for the extraction, storage, or transportation of oil, gas, or hydrocarbon condensate shall not qualify.
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(3-20-14)

b. Land, other than that used for the well as defined in Subsection 632.01 of these rules, shall not
qualify. If the presence of the well increases the market value of nearby land, the assessed value of such land shall
reflect the increase, unless the land qualifies independently for any other property tax exemption. (3-20-14)

633. -- 644. (RESERVED)

645. LAND ACTIVELY DEVOTED TO AGRICULTURE DEFINED (RULE 645).
Section 63-604, |daho Code

01. Definitions. The following definitions apply for the implementation of the exemption for the
speculative value portion of agricultural land. (7-1-99)
a. Homesite. The “homesite” is that portion of land, contiguous with but not qualifying as land
actively devoted to agriculture, and the associated site improvements used for residential and farm homesite
purposes. (7-1-99)
b. Associated Site Improvements. The “associated site improvements’ include developed access,
grading, sanitary facilities, water systems and utilities. (7-1-99)
C. Nursery Stock. Nursery stock is defined in Section 22-2302, 1daho Code. (3-15-02)
d. Land Used to Produce Nursery Stock. “Land used to produce nursery stock” means land used by an

agricultural enterprise to promote or support the promotion of nursery stock growth or propagation, not land devoted
primarily to selling nursery stock or related products. This term also includes land under any container used to grow
or propagate nursery stock. Thisterm does not include land used for parking lots or for buildings sites used primarily
to sell nursery stock or related items or any areas not primarily used for the nurturing, growth or propagation of

nursery stock. (3-15-02)
e Specul ative Value Exemption. The “ speculative value exemption” isthe exemption allowed on land
actively devoted to agriculture. (7-1-99)
02. Homesite Assessment. Effective January 1, 1999, each homesite and residential and other
improvements, located on the homesite, shall be assessed at market value each year. (7-1-99)
a. Accepted Assessment Procedures. Market value shall be determined through procedures, methods,

and techniques recommended by nationally recognized appraisal and valuation associations, institutes, and societies
and according to guidelines and publications approved by the State Tax Commission. Acceptable techniques include
those that are either time tested in Idaho, mathematically correlated to market sales, endorsed by assessment

organizations, or widely accepted by assessorsin Idaho and other states. (7-1-99)
b. Appropriate Market and Comparable Selection. The appropriate market is the market most similar
to the homesite and improvements located on the homesite. In applying the sales comparison approach, the appraiser
should select comparables having actual or potential residential use. (7-1-99)
C. Assigning secondary category. List and report the secondary category for the homesite using the
chart in Subsection 645.02.c.
Description of Land Secondary Category
Rural and Nonsubdivided 10
Rural and Subdivided 15
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Description of Land Secondary Category
Urban 20

(4-2-08)

d. Homesite Independent of Remaining Land. The value and classification of the homesite will be
independent of the classification and valuation of the remaining land. (7-1-99)
03. Valuing L and, Excluding the Homesite. The assessor shall value land, excluding the homesite, on

the following basis: (5-3-03)
a. Land Used for Personal Use or Pleasure. Any land, regardless of size, utilized for the grazing of

animals kept primarily for persona use or pleasure and not a portion of a for profit enterprise, shall be valued at
market value using appraisal procedures identified in Paragraph 645.02.a. of this rule and shall not qualify for the
specul ative value exemption. (4-11-06)

b. Land in a Subdivision. Land in a subdivision with restrictions prohibiting agricultural use shall be
valued at market value using appraisal procedures identified in Paragraph 645.02.a. of this rule and shall not qualify
for the speculative value exemption. Land meeting the use qualifications identified in Section 63-604, Idaho Code,
and in a subdivision without restrictions prohibiting agricultural use shall be valued as land actively devoted to
agriculture using the same procedures as used for valuing land actively devoted to agriculture and not located in a
subdivision. (4-11-06)

C. Land, Five (5) Contiguous Acres or Less. Land of five (5) contiguous acres or less shall be
presumed nonagrlcultural shall be valued at market value using appraisal procedures identified in Paragraph
645.02.a of this rule, and shall not qualify for the speculative value exemption. If the owner produces evidence that
each contiguous holding of land under the same ownership has been devoted to agricultural use for the last three (3)
growing seasons and it agriculturally produced for sale or home consumption fifteen percent (15%) or more of the
owner’s or lessee’s annual gross income or it produced gross revenue in the immediate preceding year of one
thousand dollars ($1,000) or more, the land actively devoted to agriculture, shall qualify for the speculative value
exemption. For holdings of five (5) contiguous acres or less gross income is measured by production of crops, nursery
stock, grazing, or gross income from sale of livestock. Income shall be estimated from crop prices at harvest or
nursery stock prices at time of sale. The use of the land and the income received in the prior year must be certified
with the assessor by Mareh April 15, each year. “--48y )

d. Land, More Than Five (5) Contiguous Acres. Land of more than five (5) contiguous acres under
one (1) ownership, produC| ng agricultural field crops, nursery stock, or grazing, or in acropland retirement or rotation
program, as part of a for profit enterprise, shall quaify for the speculatlve value exemption. Land not annually
meeting any of these requirements failsto qualify asland actively devoted to agriculture and shall be valued at market
value using appraisal procedures identified in Paragraph 645.02.a. of thisrule. (4-11-06)

04. Cross Reference. For definitions and general principles relating to the taxable value of land
actively devoted to agriculture, see Rule 613 of these rules. For agricultural land taxable value calculation examples,
see Rule 614 of these rules. For information relating to Christmas tree farms, other annual forest products, and yield
tax, see Rule 968 of these rules. (3-30-07)

(BREAK IN CONTINUITY OF SECTIONS)

802. BUDGET CERTIFICATION RELATING TO NEW CONSTRUCTION AND ANNEXATION
(RULE 802).
Sections 63-802, 63-301A, 63-602W, and 63-602NN, Idaho Code

01. Definitions. (4-5-00)
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a. “Change of Land Use Classification.” “Change of land use classification” shall mean any changein
land use resulting in a secondary category change and in a change in taxable land value to be reflected on the current
property roll. (4-7-11)

b. “Incremental Value as of December 31, 2006.” “Incremental value as of December 31, 2006”
means the total of the increment values on the property roll, subsequent property roll, missed property roll, and
operating property roll for the 2006 tax year. (4-7-11)

C. “Nonresidential Structure.” “Nonresidential structure” shall mean any structure listed by the
assessor in any secondary category not described as residential, manufactured homes, or improvements to
manufactured homesin Rule 511 of these rules. (4-2-08)

02. New Construction Roall Listing. “Listing” shall mean asummary report of the net taxable value of
property listed on the new construction roll. Thislisting shall include the taxable value of qualifying new construction
throughout each taxing district or unit, but shall not include otherwise qualifying new construction, the value of
which will beincluded in the increment value of any revenue allocation area (RAA) within any urban renewal district
encompassed by the taxing district or unit. In addition, new construction related to change of land use classification,
but required by section 50-2903(4) to be added to the base assessment roll, cannot be added to any new construction
roll. This report is to summarize the value reported on the new construction roll by taxing district or unit. Taxing
districts and units shall be listed in the same order that is used for the certification of value required pursuant to
Section 63-510(1), Idaho Code. (3-29-12)

a. Qualifying new construction which is valued by the State Tax Commission shall be reported to the
county assessor for each applicable taxing district by October 1 and shall be listed by the assessor on the immediate
next new construction roll. ( )

ab. Previoudly allowable new construction that has never been included. When ataxing district proves
new construction described by Section 63-301A(3), Idaho Code, occurred during any one of the immediately
preceding five (5) years and has never been included on a new construction roll, the county assessor must list that
property on the immediate next new construction roll at the value proven by the taxing district. Any such additional
new construction must also be separately listed for each taxing district or unit. The taxing district has the burden of
proving the new construction was omitted from a new construction roll and the value that would have been listed for
that property had it been listed on the appropriate new construction roll. No taxing district shall ever be granted any
increase in budget authority greater than the amount that would have resulted had the property been listed on the
appropriate new construction roll. Regardless of the year that the new construction should have been listed on the
appropriate new construction roll, additional budget authority resulting from new construction previously omitted
from anew construction roll and listed on the current year’s new construction roll shall be permitted only if the taxing
district is in compliance with the budget hearing notification requirements of Section 63-802A, Idaho Code, for the
current year. (3-29-12)

be. Reporting the amount of taxable market value to be deducted. For each taxing district or unit, the
new construction roll listing shall separately identify the total amount of taxable market value to be deducted as
required in Section 63-301A(1)(f), Idaho Code. In addition to other requirements, the amount of value deducted shall
never exceed the amount originally added to a new construction roll. (3-29-12)

€d. Determining the amount of taxable market value to be deducted. The amount of taxable market
value to be deducted under Section 63-301A(1)(f)(i), Idaho Code, shall be determined by the highest authority to
which the assessment is ultimately appealed. Accordingly, adjustments should not be made until there has been afinal
decision on any appeal. In addition, the deduction for lower values resulting from appeals shall be made only for
property that was placed on a new construction roll within the immediately preceding five (5) years. (3-29-12)

03. Special Provisionsfor Value I ncreases and Decreases. Special provisions for value increases and
decreases rel ated to change of land use classification as defined in Paragraph 802.01.a. of thisrule or increasesin land
value resulting from loss of the exemption provided in Section 63-602W(4), Idaho Code. (4-4-13)

a Vaue increases. Certain related land value increases are to be included on the new construction
roll. (4-7-11)
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i Except as provided in Subparagraph 802.03.alii., increases in land value shall be reported on the
new construction roll in the year in which the new category appears on the current property roll. (4-4-13)

ii. Except as provided in Subparagraph 802.03.a.iii., the increase in taxable land value to be reported
shall be computed by subtracting the taxable land value, had the land remained in its previous use category, from the
taxable land value in the current use category. (4-4-13)

iii. Subject to the limitations found in Paragraph 802.06.a. of thisrule, increasesin land value resulting
from loss of the exemption provided in Section 63-602W(4), Idaho Code, shall be reported on the new construction
roll in the year the exemption is lost, provided this occurs no later than June 30 of that year. If the exemption is lost
after June 30 of agiven year, the resulting increase in land value shall be reported on the new construction roll in the
immediate following year. (4-4-13)

b. Value decreases. Certain related land value decreases are to be included on the new construction
roll and subtracted from total new construction value for any taxing district. The amount of decrease in any one year
shall never exceed the amount of value originally added to the new construction roll for the same property. (4-4-13)

i Value decreases are to be reported only for land for which taxable market value was reduced as a
result of change of land use classification or granting of the exemption for site improvements provided in Section 63-
602W(4), Idaho Code, during any one (1) of the immediately preceding five (5) years and for which an increase in
value due to addition of site improvements or change of land use classification during the same five-year period had
been added to a new construction roll. For the site improvement exemption provided in Section 63-602W(4), Idaho
Code, the five-year period shall commence with the year following the year the exemption is first granted. For
example, if aparcel first received the exemption in 2012, any site improvement related addition to a new construction
roll for 2008 or more recently must be subtracted from the 2013 new construction roll, unless the exemption islost by
June 30, 2013, in which case there is no subtraction and no addition to the new construction roll for the loss of this
exemption. (4-4-13)

ii. If the current land category is the same as the category prior to the change that resulted in an
addition to the new construction roll, the amount to be subtracted shall equal the amount originally added. For
example, adry grazing land parcel that would have had avalue of ten thousand dollars ($10,000) became commercial
land and was assessed at fifty thousand dollars ($50,000). The forty thousand dollar ($40,000) difference was
reported on the new construction roll in year one (1). In year two (2), the parcel is reclassified as dry grazing land and
is to be assessed at fifteen thousand dollars ($15,000). The forty thousand dollar ($40,000) difference that was added
to the year one (1) new construction roll must be deducted from the value shown on the new construction roll in year
two (2). (4-7-11)

iii. If the current land category is different than the category prior to the change that resulted in an
addition to the new construction roll, the amount to be subtracted shall be the lesser of the amount originally added or
the amount that would have been added had the first change in land use been from the current land category. For
example, adry grazing land parcel that would have had avalue of ten thousand dollars ($10,000) became commercial
land and was assessed at fifty thousand dollars ($50,000). The forty thousand dollar ($40,000) difference was
reported on the new construction roll in year one (1). In year two (2), the parcel isreclassified asirrigated agricultural
land and would have had a value in year one (1) of twenty thousand dollars ($20,000). The amount to be subtracted
from the value shown on the new construction roll in year two (2) is thirty thousand dollars ($30,000). (4-7-112)

iv. Provided the criteriain Subparagraph 802.03.b.i. are met, value decreases resulting from previously
included land value becoming exempt are to be reported and subtracted. (4-4-13)

V. Except as provided in Subparagraph 802.03.b.vi., only land value decreases that meet the criteria
listed in Subparagraphs 802.03.b.i. or 802.03.b.iv. of thisrule and include and result from a change in land secondary
category can be considered. (4-4-13)

vi. Provided the criteria in Subparagraph 802.03.b.i. are met, land value decreases resulting from the
exemption provided in Section 63-602W(4), Idaho Code, are to be subtracted from the new construction roll in the
year immediately following the most recent year in which the exemption has been granted. To comply with the
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budget adjustments required by Section 63-802, |daho Code, which limits taxing district budgets based on the highest
amount of property tax revenue requested during the previous three (3) years, such subtraction shall be required for
up to three (3) years, provided the property continues to receive the exemption. For example, a property for which
five hundred thousand dollars ($500,000) was added to the 2011 new construction roll for site improvements that
were added and taxable at that time receives a five hundred thousand dollar ($500,000) exemption pursuant to
Section 63-602W(4), Idaho Code, in 2012. The property continues to receive the exemption in the same amount in
2013, but the exempt amount increases to five hundred twenty thousand dollars ($520,000) in 2014. The property
loses the exemption before June 30, 2015. However, the 2015 value of the site improvements has been determined to
be only four hundred thousand dollars ($400,000) because of market value changes. Therefore, only four hundred
thousand dollars ($400,000) in value is added as a result of the loss of the exemption. Table A shows the effect on
each year's new construction roll, while Table B shows the effect on a hypothetical taxing district’s maximum

allowable property tax budget. (4-4-13)
Vii. Table A - Effect on New Construction Roll:
Table A - Effect on New Construction Roll
Year Occurrence Effect on New Construction Roll (for that year)
2011 Site improvements added and taxable + $500,000
2012 Site improvements exempt NA (no prior year’s exemption)
2013 Site improvements exempt - $500,000
2014 Site improvements exempt - $500,000
2015 Loses site improvement exemption before June 30 |+ $400,000
(4-4-13)
Viii. In Table B, assume that the taxing district has a tax levy rate of zero point zero zero two five

(0.0025) in 2010, a total taxable value of one hundred million dollars ($100,000,000) in 2010 and a property tax
budget in 2010 that is two hundred fifty thousand dollars ($250,000) and was the highest of the preceding three (3)
years. The total amount of new construction is the amount due to the site improvements and no other value change
occurs in the district during the period shown. There are no property tax replacement monies for this district.
Beginning in 2011 the taxing district levies the maximum it is allowed each year. The factor of one point zero three

(1.03) shownin Table B is used to calculate the allowable three percent (3%) increase. (4-4-13)
iX. Table B - Effect on Hypothetical Taxing District’'s Maximum Allowable Property Tax Budget:
Table B - Effect on Hypothetical Taxing District’s Maximum Allowable Property Tax Budget
Effect on New XI?())(\INH;EE
Year Occurrence Construction Roll Calculations
(for that year) PIEOeIig S
y Budget
($250,000 X 1.03) + ($500,000 X
Site improvements added 0.0025)
2011 and taxable +$500,000 $258,750 (tax levy rate = $258,750/
$100,500,000 = 0.002574627)
NA (no prior year’s $258,750 X 1.03
2012 | Site improvements exempt | exemption; no new | $266,512 (tax levy rate = $266,512/
construction value) $100,000,000 = 0.002665120
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Table B - Effect on Hypothetical Taxing District’s Maximum Allowable Property Tax Budget
Effect on New Xl?c):\l/vn;lt;:g
Year Occurrence Construction Roll Calculations
(for that year) Property Tax
Budget
($266,512 X 1.03) — ($500,000 X
L 0.002665120)
2013 | Site improvements exempt |- $500,000 $273,174 (tax levy rate = $273,174 /
$100,000,000 = 0.002731744)
($273,174 X 1.03) — ($500,000 X
o 0.002731744)
2014 | Site improvements exempt |- $500,000 $280,003 (tax levy rate = $280,003/
$100,000,000 = 0.002800033
($280,003 X 1.03) + ($400,000 X
Loses site improvement 0.002731744)
2015 exemption before June 30 + $400,000 $289,523 (tax levy rate = $289,523/
$100,400,000 = 0.002883696
(4-4-13)
04. Manufactured Housing. “Installation” of new or used manufactured housing shall mean capturing
the net taxable market value of the improvement(s) that did not previously exist within the county. (7-1-97)

05. Partial New Construction Values. Except as provided in Subsection 802.06 of this rule, the net
taxable market value attributable directly to new construction shall be reported on the new construction roll in the tax
year it is placed on the current assessment roll. Except as provided in Subsection 802.06 of thisrule, any increasein a
nonresidential parcel’s taxable value, due to new construction, shall be computed by subtracting the previous year's
or years partial taxable value(s) from the current taxable value. If any of this difference is attributable to inflation,
such value, except as provided in Subsection 802.06 of thisrule, shall not be included on the new construction roll.

Example: Assume a partially completed, nonresidential improvement was assessed at ten thousand dollars
(%$10,000) as of January 1, 2009. The improvement was occupied February 2, 2009. Assume the ten thousand dollar
($10,000) value was on the 2009 new construction roll. Assume that in 2010 the improvement is assessed at ninety
thousand dollars ($90,000). Assume there has been no inflation. The value that can be reported on the 2010 new
congtruction roll is calculated as follows:

2010 Value $90,000
2009 Value Already Reported on New Construction Roll <$10,000>
2010 New Construction Roll Value (this improvement) $80,000
(4-7-11)
06. Changein Satus. (4-2-08)
a. A previously exempt improvement which becomes taxable shall not be included on the new

construction roll, unless the loss of the exemption occurs during the year in which the improvement was constructed
or unless the improvement has lost the exemption provided in Section 63-602W(3) or (4), Section 63-602E(3), or
Section 63-602NN, Idaho Code. For any such property, the amount that may be included on the new construction roll
shall be the value of the portion of the property subject to the exemption at the time the exemption was first granted.
Examples of special cases for the exemption provided in Section 63-602W(4), Idaho Code, follow: (4-4-13)
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i If the exemption is lost by June 30 of the year in which the exempt amount was to be subtracted
from the new construction roll, then there shall be no subtraction, nor shall the formerly exempt amount be added, to
the new construction roll, unless it had been previously subtracted from a new construction roll. For example, the
property first became exempt in 2012, but lost the exemption by June 30, 2013. The 2013 new construction roll was
not adjusted downward, so any previous inclusion of the exempt value would not be added in the future. Had the
property lost the exemption later in 2013, there would have been a subtraction from the 2013 new construction roll
and a subsequent addition to the 2014 new construction roll. (4-4-13)

ii. If the exemption was granted to property for which no value had been added to any new
congtruction roll, the value of the property (site improvements) at the time the exemption was first granted may be
added to the new construction roll following loss of the exemption. (4-4-13)

b. Upon receipt by the State Tax Commission of aresolution recommending adoption of an ordinance
for termination of an RAA under Section 50-2903(5), Idaho Code, any positive difference of the most current
increment value minus the “incremental value as of December 31, 2006,” shall be added to the appropriate year’s new
construction roll. When thisinformation is received after the fourth Monday in July, this positive net increment value

shall be added to the following year’s new construction roll. (4-7-11)
C. When a portion of an RAA is de-annexed, the following steps must be used to determine the

amount to be added to the current year’s new construction roll and the amount to be subtracted from the “incremental
value as of December 31, 2006.” (4-7-12)
i Step 1. For the parcelsin the de-annexed area, determine the December 31, 2006, increment value.

(4-7-11)

ii. Step 2. Subtract the increment value determined in Step 1 from the most current increment value

for the parcelsin the de-annexed area. (4-7-11)
iii. Step 3. Add any positive difference calculated in Step 2 to the current year’s new construction roll

value. (4-7-11)
iv. Step 4. Adjust the “incremental value as of December 31, 2006” for the RAA by subtracting the
increment value determined in Step 1. (4-7-11)
V. The following table shows the amount to be added to the current year’s new construction roll and

the amount to be subtracted from the “incremental value as of December 31, 2006” applicable to the adjusted
remaining RAA. Thetable assumes an areais de-annexed from an original RAA effective December 31, 2009.

Steps (as designated in

Paragraph 802.06.c.) Area Value
December 31, 2006, increment value of the original RAA $10,000,000
Step 1 December 31, 2006, increment value of the de-annexed area $1,000,000
December 31, 2009, increment value of the de-annexed area $3,000,000

Amount related to the de-annexed area to be added to the

2010 new construction roll $2,000,000

Steps 2 and 3

Adjustment amount to be deducted from the original RAA's

Step 4 “incremental value as of December 31, 2006

<$1,000,000>

Adjusted “incremental value as of December 31, 2006” for the
remaining RAA (base for future new construction roll additions $9,000,000
upon dissolution of all or part of remaining RAA)

(4-7-11)
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07. Limitation on Annexation and New Construction Roll Value. For any taxing district annexing
property in a given year, the new construction roll for the following year shall not include value that has been
included in the annexation value. When an annexation includes any part of a revenue allocation area, only taxable
value that is part of the current base value of the taxing district is to be included in the annexation value reported for
that taxing district for the year following the year of the annexation. (3-29-10)

08. Notification of New Construction Roll and Annexation Values. On or before the fourth Monday
in July, each county auditor must report the net taxable values on the new construction roll and within annexed areas
for each appropriate taxing district or unit to that taxing district or unit. (3-20-04)
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